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EXPOSURE FEE ADVICE
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Since 1978, Ex-Im Bank has worked with the Organization for Economic Cooperation
and Development (O ECD) Ar rangement.  We have worked to minimize official export credit
subsidi es to ensure that buying decisions are made on factors other than  the financi ng provided
by  official export credit agencies (EC As).  There have been many achievements, including the
elimination of trade-distorting ti ed aid from a var iety  of sectors and the establishment of market-
related minimum interest rates. The establishment of minimum fees that ECAs must charge for
risk is another step in our efforts to give U.S. exporters a level playing field and to minimize costs
to taxpay ers.

One of the last major uncovered aspects of official export finance support  was the fees
charged by ECAs for the risk that a transaction would not be repaid.  We changed our exposure
fee system in concert w ith all m ajor ECAs to char ge no less than the OECD m ini mum r isk  fees
for ever y  mark et.   Ex-Im Bank  set i ts exposure fees at  the low est l evel s allowed for sovereign
transactions.   This means that for sovereign r isk  transactions, no other ECA will be able to
provide support at a more advantageous rate than Ex-Im Bank.  Like every aspect of the
Arrangement, the new system only  affects transactions wi th at  least a two-year  repay ment term.

“Permitt ed Exceptions,” i.e., conditions that insulate Ex-Im Bank from country  risk , do
permit lower than minimum OECD benchmark fees.  Although  an agreed l ist  of such exceptions
is not  yet avai lable, examples of situati ons that  may  qualify   include off-shore escrow accounts and
acceptable third country  guarantors.

WHA T R ISK ELEMENTS A RE INCLU DED?

The basic sovereign risk exposure fee, i.e., the minimum fee for a country, is determined
by  five variables:  exposur e fee level  of the countr y , percentage of cover, the "qual ity " of product
provi ded, and the length of the  drawdow n and repay ment per iods.

1 . Ex-Im Bank Exposure Fee Level
Exposure fee levels (1-7) have been established for all markets where it is possible for Ex-
Im Bank to provide cover, i.e., not for markets where Ex-Im Bank is prohibi ted by  law
from providing support.  Since the min imum exposure fee for a country  is determined by
the OECD country  classification, Ex-Im Bank exposure fee levels are consistent with 
OECD country classifications.  For markets which have not been classi fied by  the OECD
process,  Ex-Im Bank  translates the U .S.  Government ’s In ter agency  Country  Risk
Assessment  System (ICR AS) classification (based on eleven categories) into an exposure
fee level.
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2. Percent of Cover, e.g., 90%, 95%, 100%  
The OEC D norm for cover age is 95%.  Ex-Im Bank’ s normal  coverage is 100% for
medium-term insurance, guarantees and loans.  A prem ium  is appl ied for the addi tional
coverage.  Ex-Im Bank i s in the process of evaluating the merits of offering a long-term
insurance product w hich   may  prov ide l ess than 100% cover.

3. Products Offered (from least to most expensive)
There are three quality levels of financing product:

a. Below Standard (conditional insurance product which does not cover post-default
interest) Ex-Im Bank does not currently offer a "below standard" product.

b. Standard (conditional insurance product which covers post-default interest)
Ex-Im Bank’s existing insurance product quality is “standard.”

c. Abov e Standard/Superior  (uncondit ional coverage)
Guarantees and direct loans are priced as “above standard.”  (The Arrangement would
allow  Ex-Im Bank to price the direct loan as a “standard” product, but Ex-Im Bank
decided to pr ice both equall y  in order  to not in troduce a bias in favor of direct loans
over guarantees.)

4. Length of the Drawdown Per iod
Ex-Im Bank’s exposure fees are sensitive to r isk covered dur ing the dr awdow n period,
which is defined as the number of months from the fi rst  drawdown to the starting point
of the cr edit  under the approved transaction .  (See Calculat ion of Draw down Per iod Fact
Sheet.)

5. Length of the Repayment Period
Ex-Im Bank’s exposure fees are sensitive to the length  of the repayment peri od, expressed
in hal f-year incremen ts.   The repay men t period i s defined as the time from the starting
point of credit to the final repayment.  (See Repayment Terms Fact Sheet.)

Ex-Im Bank's exposure fees ar e also sensitive to tw o additional decision items, whether or not the
exposure fee is to be financed and w hen the exposure fee is paid.

6. Financing the Fee
Ex-Im Bank al lows the exposure fee to be financed -- albeit at a hi gher rate than if not
financed.  Also, it remains possible to finance 85% of the exposure fee at the lower rate,
i.e., if the exposure fee has been subsumed in the contract value of the exports being
covered.
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7. Timing of Exposure Fee Payment
Ex-Im Bank all ows the choice of paying the entire exposure fee "up-front" at or before the
time of first drawdown, or on a pro-rata basis as the loan is drawn down.  The exposure
fee will be higher if paid as disbursed to take account of the time value of money.  

There are four options for pay ing the exposure fee:

a. Fee Financed - either (1) pai d  as d r awn  d own  (typical for Ex-Im Bank;  nominall y
highest fee opti on) or  (2) paid up fro nt (the fee is included in the promissory note with
Ex-Im Bank’ s guarantee, but the lender pay s the entire fee amount to Ex-Im Bank
when i t requests the fi rst draw dow n).

 b. Fee Not Financed - either(3) paid a s d r awn  d own   (the fee is not included in the
promissory  note but paid, in parts, at  each dr awdow n), or (4) paid  up f ro n t (condition
precedent ; OECD “baseline fee,” nomi nal ly  low est fee opt ion).

HO W  A R E N O N-SOV EREIGN RA TES DETERMINED?

Since the OECD fee arrangement stipulates minimum fees per country, i.e., sovereign risk
fees, Ex-Im Bank has established a series of “transaction risk increments” which determine the
exposure fees for non-sovereign transactions.  T he non -sovereign exposur e fees attached to the r isk
increments are 0-50% higher than a country’s sovereign fee, i.e., a non-sovereign deal which is
ri sk-rated in "increment 1" has an exposure fee which i s 10% higher  than the sovereign fee for that
market.  Fees for non-sovereign transactions cannot be less than the sovereign fee, except for
perm itt ed exceptions,  and w hen  "poli ti cal  ri sk only " cover is provided (these transacti ons are
pri ced at t ransaction r isk  increment "-1", which is 10% low er than the sovereign  rate).

Transaction risk increments are generally determ ined by  how risky  a transaction is relative
to the sovereign.  Hence, the exposure fee for  a transaction that is rated 2 ri sk l evels hi gher  than
the sovereign under ICRA S is that of “risk  increment 2" for the countr y  in question (or 20%
higher  than the sovereign  fee).

In practice, medium-term transactions have pre-determined risk increments assigned to
them, much l ike the previous system wh ich assigned standard fee levels.   For example,
transactions under  $10 mi ll ion for M exi can financial insti tutions are pr iced at  tr ansaction r isk
increment “0" (the same as sovereign) based on Ex-Im Bank ’s curr ent analy sis of the Mexican
banking sector.  Under the previous ICR AS-based sy stem,  these tr ansactions were pr iced at  “fee
level 5" -- the same as the sovereign.

Generally,  there are not any  pre-determined ri sk increments assigned to non-sovereign
long-term transactions.  A lthough the fee calculator  does show the range of possible pri cing, more
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speci fic exposure fee indications for long-term transactions can be obtained by looking at the
exposure fee advice sheet for the country  in question .  These sheets make use of either pr ivate ri sk
ratings (if available) or key  financial ratios and indicators which  allow a transaction r isk
increment to be identi fied.

HOW  IS COU NTRY CO VER POLICY DETERMINED?

Ex-Im Bank uses its Country  Limitation Schedule (which remains based on ICRAS
classificati ons) to determine country  cover poli cy .  H ence, the fact that the OECD agreement
prov ides rates for  countri es wher e Ex-Im Bank is closed has no bearing on  Ex-Im Bank' s
will ingness to provide cover in a given market or for a particular transaction.

HO W  DO  OUR CURRENT PR O DUCTS FIT IN THI S S YSTEM?

Short-Term Insurance
These fees do not change.  The arrangement applies only  to transactions with repaym ent
ter ms of at least two y ears.

Medium-Term Product s
For medium-term insurance, we offer 100% coverage, standard quality, and the option  to
have fees financed or not; fees are paid up front.  For direct loans, we offer 100% cover age,
above standard qualit y , and the option to have fees financed or not; fees are paid as
disbursed.  We wil l offer an  up-front  pay ment option for fees.  (Fees on canceled
authori zed amounts will be refunded.)  For guarantees, we offer 100% coverage, above
standard qualit y , and the opti on to have fees financed or not; fees are paid as disbursed.
We offer an up-front option.

Long-Ter m Product s
We offer the same on long-term  loans and guarantees as we do on m edium-term  products.
The creat ion of a long-term insurance policy  is being studi ed.  Other changes that may  be
considered are options for lower-percentage coverage on  all  medium- and long-term
transactions.

OECD Baseline
The current OECD baseline product offers 95% coverage and standard quali ty ; fees are
 not financed and are paid up-front.

HOW  DO  I GET AN EXPO SURE FEE?

You have three options for obtaining an exposure fee once you k now  all  of the vari ables
  mentioned above.

1.  Internet : http://ww w.exim.gov  Country  Information.
2.  Calculator  on disk: request a free disk from Ex-Im Bank at 202-565-3912.  C ountry  fee
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     level chart s can be purchased.
3.  C all  Ex-Im Bank ’s Business Development at 1-800-565-EXIM (3946).

INS TR UCTIO NS  FO R USING  EXPO SU RE FEE A DVIC E TA BLES

Ex-Im Bank  prov ides tw o Exposure Fee Advice T ables for  every  market  in w hich  Ex-Im
Bank is open for business. The first table pert ains to publi c sector credi ts, i.e., cr edits in w hich
the obligor  or guaran tor is a public sector enti ty , the second to private sector credits, i.e., credits
in which the obligor or guarantor is a private sector entity .  Ex-Im Bank gener ally  defines an
entity as being "public sector" when the government di rectly  or indirectly owns fifty percent or
more of the entity. 

The instructions are presented step-by-step. Once you reach the step that provides the
relevant exposure fee level (which is the same for all transactions in a given market) and
transaction risk increment (which is specific to the transaction), y ou need not proceed to
subsequent steps. 

Al though  the exposure fee level wil l alw ays be known for a ll  transactions in  a given
market, in determ ining the appropri ate transaction risk increment, Ex-Im Bank 's assessment of
the credi t' s strengths,  weaknesses, and uncertainties may lead to an adjustment from the
transaction risk  increment i ndicated on  the tabl e, part icularly  with  respect to transactions cover ed
by Steps 3 and 6. 

Step 1  If your  transaction involves a sovereign  borrower/guarantor, e.g., Ministry  of Finance
or equival ent which convey s the country ' s ful l faith and credi t,  the tr ansaction r isk
increment is given under section A on the"Public Sector Credits" table. 

Step 2 If your tr ansaction involves politi cal-only cover  for a private sector transaction, the
transaction risk increment is given under section B on the "Pr ivate Sector Credits"
table. 

Step 3 If credit ratings and/or market  spreads for the bor row er/guarantor  of the transactions
are available, Ex-Im Bank will  assign a transaction risk increment based largely on this
information, using sect ions C 1 and C 2 of the Fee Level C hart . Ex-Im Bank will
consult S&P (212-208-1527) and Moody's (212-553-0300). For financial  insti tutions,
Ex-Im Bank will also consult  IBCA (212-687-1507) and subscription services such as
Thompson Bankw atch C apital  Intelli gence and BR EE. In a small number  of cases,
Duff & Phelps (312-263-2610) and Fitch (212-905-0582) w il l provide r atings. Ex-Im
Bank may  accept rati ngs from l ocal  rating agencies, if these agencies benchmark to
S&P or Moody's rati ngs. Ex -Im Bank wi ll al so examine recent credi t spreads on
internationally tr aded debt.  Sometimes, mul tiple r atings/spreads wi ll y ield a range of
possible transaction risk increments.  If so, Ex-Im Bank w ill  evaluate w hich tr ansaction
risk increment  is m ost appropriate,  as part  of i ts assessment  of a credit' s strengths,
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weak nesses, and uncertainties. In the majori ty  of cases, the fi nal t ransacti on ri sk
increment wil l fal l w ithin the r ange of transaction risk increments indicated by the
available rating and spread information. 

Step 4  If your t ransacti on' s financed/insured amount is $10 mill ion or l ess (excluding the
exposure fee), the transaction risk increment generally  wi ll be that  given under  section
D1 or D2 of the Exposure Fee A dvi ce Tables. T he t ransacti on ri sk increment may  be
low er or higher if Ex-Im Bank has pre-approved a transaction risk increment for the
borrower/guarantor. 

Step 5  If the bor rower/guar antor for the credit is one of the country's largest profitable
financial  institutions, but  is not rated by  a credi t r ati ng agency , the t ransacti on ri sk
increment is given under  section E on the appropriate (public/private) Exposure Fee
Advice Table. To qualify, a financial institution must meet two tests: (1) total assets
must compri se at least 1/10th of the country 's domestic credit, as reported on line 32
of the IMF's "International Financial Statistics"; and (2) net income/assets must exceed
1.00 percent on average over the last two years. 

Step 6 If the transaction's borrow er/guarantor  is not rated by  a credit rating agency and does
not qualify under Step 5, Ex-Im Bank wil l assign a transaction risk increment using
section F1 or F2 on the Exposure Fee Advi ce Tables as a guidepost for a possible
transaction risk increment. Sections F1 and F2 give guidepost transaction risk
increments for combinations of key ratios, using year-end data from independently
audited financial statements. For definitions of the terms used in these ratios,  see
Explanation of Terms Used in Section F of the Fee Advice Tables. 

Section F1 covers credits with  borrowers/guarantors other than financial institutions; the
gui depost tr ansaction risk i ncrement is based on combinations of two k ey rati os. Section F2
covers financial insti tutions; the guidepost tr ansaction r isk  increment is the simple average of the
transaction ri sk increments for five key  ratios, rounded to the nearest whole number. In assigning
the transaction risk increment, Ex-Im Bank wil l evaluate potential adjustments to the gui depost
transaction risk increment as part of its comprehensive assessment  of a credit' s strengths,
weaknesses, and uncertainties. 

Small Transactions 

A "small transaction" is a medium -term transaction w ith a financed or insured amount of
$10 million or less, excluding exposure fee or premium. 

Ex-Im Bank has developed specialized procedures for evaluating financial risk in small
tr ansactions.  They  are designed to promote efficiency and maintain credit quality  by lim iting and
standardizing the scope of financial evaluations. Using these procedures, Ex-Im Bank is able to
prudently  accept more small tr ansactions wi thout r epaym ent guarantees. Questions may  be
directed to Business Development, (202) 565-3900. 
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Risk Assessment 

Small transactions need to comply with  all Ex-Im Bank poli cies related to the extension
of credit. Assuming the small tr ansaction quali fies for support,  Ex-Im Bank w ill  then perform its
risk assessment to determine (1) whether or not reasonable assurance of repayment exists, and (2)
the appropriate transaction risk increment. 

Ex-Im Bank will  use the follow ing sources of information in determin ing reasonable
assurance of repayment on small transactions: 

• Credit r ati ngs and mark et spreads 
• Credit agency  and bank  references 
• Historical financial stat ements 
• Ex-Im Bank's credit experience with the borrower/guarantor and its industry  
• Ex-Im Bank’s credit experience with the borrower/guarantor and its industry 

Ex-Im Bank w ill  generally  review  only  the inform ation l isted above, and not such
information as market  studi es or cash flow  forecasts. While the risk  assessment process for lar ge
and smal l tr ansactions is the same,  the difference is in the nar rower scope of infor mat ion revi ewed
for small transactions. 

Determination of the Transaction Risk Increment 

The determination of the transaction r isk i ncrement for smal l tr ansactions w ill  vary
depending on the type of risk under  considerati on. For sovereign and pol it ical only  ri sk
transactions,  Ex-Im Bank wil l generall y  review  only  the status of the borrow er’s/guarantor ’s
payments on it s Ex-Im Bank  obl igati ons. For all  other  smal l tr ansactions, Ex-Im Bank  wil l review
available credit r atings and market spreads provided by the applicant to determine the appropriate
transaction risk  increment, using Step 3. If reliabl e ratings or spreads are not pr ovided, Ex-Im
Bank generally  wi ll assign the tr ansaction risk increment shown in section D of the Exposure Fee
Advice Tables. If Ex-Im Bank has pre-approved a transaction risk increment for the credit, the
pre-approved transaction r isk  incr ement appl ies. C ontact the Busi ness Development Division to
determine if a transaction risk increment has been pre-approved. 

Ex-Im Bank  does not require independently audited financial statements for transactions
when the financed/insured amount is $1 mil lion or  less, excluding the exposure fee or premium,
prov ided the unaudi ted statements are accompanied by  an acceptable explanation of accounting
princip les used in their preparation. In such cases, if Ex-Im Bank determines that reasonable
assurance of repayment exi sts,  the applicable transaction r isk increment i s shown in  section D of
the Exposure Fee Advice Tables. 
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Special  Notes 

     If Ex-Im Bank or other creditors have had negative payment experience with the
borrower/guarantor, a significantly  higher t ransaction r isk increment m ay  be applied.
Transactions in the smallest developing-country  economies, as designated on their  Fee Level
Chart,  may incur a fee level penalty i f the transaction could create a signi ficant net foreign
exchange burden on the local economy. 

EXPLANA TION OF TERMS USED IN SECTION F OF THE EXPO SU RE FEE AD VIC E TAB LES

For Unr ated Bor rowers/Guarantor s Other Than Financial Institut ions:  

Debt is cur rent maturi ti es of long-term debt and leases +  non-current maturities of long-term
debt +  capital leases +  short-term debt (including not es payable and suppli er credit contractual
obl igat ions). Note: If the proposed Ex-Im Bank financed transaction will increase the company' s
outstanding debt by at least 25 percent, Ex-Im Bank wil l re-estimate the two ratios on a pro forma
basis, taking into account the increase in debt. 

Tangible Net Worth is paid-in capi tal  stock  +  preferred stock +  reta ined earn ings - treasury
stock  - minority interest - intangible assets, e.g., goodwill, patents, licenses. Note: T angible net
worth should also include reserves for revaluat ion or monetary  correcti on as wel l as for foreign
exchange gains/losses, if these are reported as net worth items. 

Operat ing Cash Flow  (for each of the last two y ears) is net income -- extraordinary  item s - net
non-operating income +  non-cash charges, e.g., depreciati on -- the incr ease (or +  the decrease) in
net non-cash work ing capi tal.  Note: In calculat ing operating cash flow  Ex-Im Bank  may  make
adjustments for any non-recurring or unusual developments affecting the operating cash flow. 

For Unrated Financial Institut ion Borrowers/Guarantors: 

Assets are as reported + off-balance sheet acceptances and rediscounts. 

Shareholders' Equity is paid-in capi tal  stock  +  preferred stock +  capital sur plus +  reta ined
earnings +  capital reserves - minority  interest +  adjustment for cumulative effect of foreign
currency translation - treasury stock. 

Net Income is as reported. 

Borr owed Funds are interbank borrowings +  notes/bills/bonds. 

Net Loans are loans and advances - general and specific loan loss reserves. 
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 Liquid A ssets are cash + short-term marketable and trading securi ties +  government secur iti es
+  due from banks. 

Reserves are general and specific reserves available to absorb loan and other credit losses. 

Non-Performing Assets are assets which are not producing current income +  assets involving
a high probability  of restructuring or loss of principal . Note: If non-performing assets are not
reported, or if they are under reported, Ex-Im Bank will mak e its own estimate. 

MORE INFORMATION

Headquarters

Internet http://www.exim.gov
U.S. Toll Free Number (800) 565-EXIM
Worldwide Number (202) 565-3946
Business Development (202) 565-3900  Fax  (202) 565-3931
TDD (202) 565-3377
Fax Retrieval (800) 565-EXIM, press 1, press 2
E-Mail bdd@exim.gov
Order User=s Guide (800) 565-EXIM, ext. 3912
Seminars (800) 565-EXIM, ext. 3912

Regional Offices

Northeast - New York (212) 466-2950  Fax  (212) 466-2959
Mid-Atlantic - Washington, DC (202) 565-3940  Fax  (202) 565-3932
Southeast - Miami (305) 526-7436 Fax  (305) 526-7435
Midwest - Chicago (312) 353-8081  Fax  (312) 353-8098
Southwest - Houston (281) 721-0465  Fax  (281) 679-0156
West - Long Beach (562) 980-4580  Fax  (562) 980-4590
  Satellite - San Jose, CA (408) 271-7300 ext. 104 Fax  (408) 271-7307
  Satellite - Orange County, CA (949) 660-1688 ext. 150 Fax  (949) 660-8039


